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(ii) These reports shall contain only
information on the IRP revolving loan
fund, or if other funds are included, the
IRP loan program portion shall be seg-
regated from the others; and in the
case where the intermediary has more
than one IRP revolving fund from the
Agency a separate report shall be made
for each of the IRP revolving funds.

(iii) The reports will include, on a
form provided by the Agency, informa-
tion on the intermediary’s lending ac-
tivity, income and expenses, financial
condition, and a summary of names
and characteristics of the ultimate re-
cipients the intermediary has financed.

(3) An annual report on the extent to
which increased employment income
and ownership opportunities are pro-
vided to low-income persons, farm fam-
ilies, and displaced farm families for
each loan made by such intermediary.

(4) Proposed budget for the following
year.

(5) Other reports as FmHA or its suc-
cessor agency under Public Law 103-354
may require from time to time.

(b) Intermediaries shall report to
FmHA or its successor agency under
Public Law 103-354 whenever an ulti-
mate recipient is more than 90 days in
arrears in the repayment of principal
or interest.

[563 FR 30656, Aug. 15, 1988, as amended at 63
FR 6053, Feb. 6, 1998]

§1951.884 Non-Federal funds.

Once all the FmHA or its successor
agency under Public Law 103-354-de-
rived loan funds have been utilized by
the intermediary for assistance to ulti-
mate recipients according to the provi-
sions of these regulations and the loan
agreement, assistance to new ultimate
recipients financed thereafter from the
intermediary’s revolving loan fund
shall not be considered as being derived
from Federal funds and the require-
ments of these regulations will not be
imposed on those new ultimate recipi-
ents. Ultimate recipients assisted by
the intermediary with FmHA or its
successor agency under Public Law 103—
354-derived loan funds shall be required
to comply with the provisions of these
regulations and/or loan agreement.

75

§1951.885

§1951.885 Loan classifications.

All loans to intermediaries in the
FmHA or its successor agency under
Public Law 103-354 portfolio will be
classified by FmHA or its successor
agency under Public Law 103-354 at
loan closing and again whenever there
is a change in the loan which would im-
pact on the original classification. No
one classification should be viewed as
more important than others. The
uncollectibility aspect of Doubtful and
Loss classifications is of obvious im-
portance. However, the function of the
Substandard classification is to indi-
cate those loans that are unduly risky
which may result in future losses. Sub-
standard, Doubtful and Loss are ad-
verse classifications. The special men-
tion classification is for loans which
are not adversely classified but which
require the attention and followup of
FmHA or its successor agency under
Public Law 103-354. The loans will be
classified as follows:

(a) Seasoned loan classification. To be
classified as a seasoned loan, a loan
must:

(1) Have a remaining principal loan
balance of two-thirds or less of the
original aggregate of all existing loans
made to that intermediary.

(2) Be in compliance with all loan
conditions and FmHA or its successor
agency under Public Law 103-354 regu-
lations.

(3) Have been current on the loan(s)
payments for 24 consecutive months.

(4) Be secured by collateral which is
determined to be adequate to ensure
there will be no loss on the loan.

(b) Current non-problem classification.
This classification includes those loans
which have been current for less than
24 consecutive months and are in com-
pliance with the loan conditions and
FmHA or its successor agency under
Public Law 103-354 regulations, and are
not considered to pose a credit risk to
FmHA or its successor agency under
Public Law 103-354. These loans would
be classified as seasoned but for the ‘24
months” and ‘‘two-thirds’” require-
ments for seasoned loans.

(c) Special mention classification. This
classification includes loans which do
not presently expose FmHA or its suc-
cessor agency under Public Law 103-354
to a sufficient degree of risk to warrant



§§1951.886-1951.888

a Substandard classification but do
possess credit deficiencies deserving
FmHA or its successor agency under
Public Law 103-354’s close attention be-
cause the failure to correct these defi-
ciencies could result in greater risk in
the future. This classification would
include loans that may be high quality,
but which FmHA or its successor agen-
cy under Public Law 103-354 is unable
to supervise properly because of an in-
adequate loan agreement, the condi-
tion or lack of control over the collat-
eral, failure to obtain proper docu-
mentation or any other deviations
from prudent lending practices. Ad-
verse trends in the intermediary’s op-
eration or an imbalanced position in
the balance sheet which has not
reached a point that jeopardizes the re-
payment of the loan should be assigned
to this classification. Loans in which
actual, not potential, weaknesses are
evident and significant should be con-
sidered for a Substandard classifica-
tion.

(d) Substandard classification. This
classification includes loans which are
inadequately protected by the current
sound worth and paying capacity of the
obligor or of the collateral pledged, if
any. Loans in this classification must
have a well defined weakness or weak-
nesses that jeopardize the payment in
full of the debt. If the deficiencies are
not corrected, there is a distinct possi-
bility that FmHA or its successor
agency under Public Law 103-354 will
sustain some loss.

(e) Doubtful classification. This classi-
fication includes those loans which
have all the weaknesses inherent in
those classified Substandard with the
added characteristic that the weak-
nesses make collection or liquidation
in full, based on currently known facts,
conditions and values, highly question-
able and improbable.

(f) Loss classification. This classifica-
tion includes those loans which are
considered uncollectible and of such
little value that their continuance as
loans is not warranted. Even though
partial recovery may be effected in the
future, it is not practical or desirable
to defer writing off these basically
worthless loans.
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7 CFR Ch. XVIII (1-1-13 Edition)

§§1951.886-1951.888 [Reserved]

§1951.889 Transfer and assumption.

(a) All transfers and assumptions
must be approved in advance in writing
by FmHA or its successor agency under
Public Law 103-354. Such transfers and
assumptions must be to an eligible
intermediary.

(b) Available transfer and assumption
options to eligible intermediaries in-
clude the following:

(1) The total indebtedness may be
transferred to another eligible inter-
mediary on the same terms.

(2) The total indebtedness may be
transferred to another eligible inter-
mediary on different terms not to ex-
ceed those terms for which an initial
loan can be made to an organization
that would have been eligible origi-
nally.

(3) Less than total indebtedness may
be transferred to another eligible inter-
mediary on the same terms.

(4) Less than total indebtedness may
be transferred to another eligible inter-
mediary on different terms.

(c) The transferor will prepare the
transfer document for FmHA or its
successor agency under Public Law 103—
354’s review prior to the transfer and
assumption.

(d) The transferee will provide FmHA
or its successor agency under Public
Law 103-354 with a copy of its latest fi-
nancial statement and a copy of its an-
nual financial statement for the past 3
years if available; its Federal Tax Iden-
tification number; organizational char-
ter; minutes from the Board of Direc-
tors authorizing the transaction; cer-
tification of good standing from the
Secretary of State or whatever regu-
latory agency oversees nonprofit cor-
porations for that State or Common-
wealth where the entity is
headquartered; and any other informa-
tion that FmHA or its successor agen-
cy under Public Law 103-354 deems nec-
essary for its review.

(e) The assumption agreement will
contain the FmHA or its successor
agency under Public Law 103-354 case
nunber of the transferor and trans-
feree.

(f) When the transferee makes a cash
downpayment in connection with the
transfer and assumption, any proceeds
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